WISCONSIN HOUSING & ECONOMIC DEVELOPMENT AUTHORITY

CFrtz But Tommy G. Thompson Edwin J, Zagzebski
© Executive Director Governor Chairman

September 15, 1997

Honorable Brian Burke
Joint Committee on Finance
P.O. Box 7882

Madison, Wisconsin 53707

Honorable Scott Jensen
Joint Committee on Finance
P.O." Box 8952 |
Madison; Wisconsin 53708

Re: Wisconsin Development Reserve Fund
Dear Chairmen Burke and Jensen:

Pursuant to Wisconsin Statute 234.93(4), enclosed please find the following reports relating to

the Wisconsin Development Reserve Fund:

WDRF Balance Transfer on June 30, 1997

“Attachment 1:" Caloulation of June 30, 1997 WDRF Balance

Projected WDRF Balance Transfer on June 30, 1998
Projected WDRF Balance Transfer on June 30, 1999

T-hank'you als{; for allowing us time to produce these reports based upen actual year-end
information. We believe these reports are more meaningful when based upon accurate data
and not projections. - - c '

Should you have any questions or comments on the reports, please feel free to call me or Jim
Langdon at 266-3529,

cc: Secretary Mark Bugher
Vi Robert Lang, Legislative Fiscal Bureau

1t South Pinckney Street, Suite 500 » Post Office Rox 1728 » Madiscn, Wisconsin 53701-1728 « (608) 268-7884
Main Fax (608) 267-1099 = Single Family Fax {608) 266-0729 » Legal Fax (BOB) 267-1463
101 West Pleasant Strest, Suite 100 = Milwaukee, Wisconsin 53212 « (414) 227-4038 « Milw Fax (414 257-4704




Wisconsin Housing and Economic Development Authority (WHEDA)

Balance Transfer: Wisconsin Development Reserve Fund (WDRF)
June 30, 1997
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{1} Please see attachment 1 for calculation of fiscal 1996 WDRF balance

WDRF Balance (1)

Outstanding Claims (2)
Ag Chem Clean Up
Agribusiness

Clean Air

Contract

CROP

Brought

Non-point Source
Recycling
Stratospheric Ozone
Taliesin

Target Area
Tourism

Total

Principal and Qutstanding Guarantees (3)
Ag Chem Clean Up
Agribusiness

Clean Air

Contract

CROP

Droughit

Non-point Source
Recycling = - oo
Stratospheric Ozong -
Taliesin

Target Area

Tourism

Total .

4:1 reserve calculation

Total Deductions from WDRF Balance

Calculation of Amount Available for Transfer

Transfer to General Fund

338,671

Lol e B o o B oo N o B

762,702

91,764

585,000
4,500,000
900,000
1,800,000
27,000,000
0

765,000

..7138,438: .
450,000

7,200,000
9,000,000
7.200,000

59,538,438

Caloutation

$12,939,022

1,193,137

Bum lines 2-13

850,000 times %0% guarantee
5,000,060 times 90% guarantee
1.006,000 times 80% guarantee
2,000,000 timas 80% guarantes
30,000,000 times 90% guarantes
No authority avadable
850,000 imes 90% guarantag
- Aol exposirs
500,000 fimes 90% gué?aﬁn}eé
8,000,000 times .90% guaranise
10,000,000 times 80% guarantee
8.000,000 times 90% guarantes
Sum lings 15-26

14,884,610 Line 27 divided by 4

16,077.747 add tnes 14 and 28
(3,138,725)

Ling 1 less line 29

0 Line 30 or zero it fine 30 less than zero

{2) 234.93(4)(a31, Wis. Stats.: "amounts sufficient to pay all cutstanding claims under the programs guarantesd by funds from the
Wisconsin development reserve fund.” Inciudes pending claims against the WDRF and fotal guarantee amount of all nonperforming loans,

{3) 234.93(4)a)2, Wis. Stats.. "amounts sufficient o fund guarantees under all of the programs guaranteed by funds from the

Wisconsin developmant reserve fund at a ratio of $1 of reserve funding to 34 of totat principal and outstanding guaranteed principal that the
authority may guarantee under all of the programs.” Each line {except Recycling) includes 90% of alt performing loans and rernaining
outstanding guaranteed principal the Authority may guarantes on June 30, 1897, lass amount of claims under {1} above. Recyeling
represents actual remaining guaranies exposure.
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Wisconsin Housing and Economic Development Authority (WHEDA)

Attachment 1 :

Caiculation of June 30, 1997 Wisconsin Development Reserve Fund (WDRF) Balance

1 WDRF Balance 6/30/96

Appropriations to WDRF

Investment income

Fee income

Guarantee Payment Recoveries

Required Lapses to State General Fund

Guarantee Payments (Claims)

Interest Subsidy Payments (CRGOP & Tourism)

Admin. Expense Reimbursement to WHEDA General Fund
Total *
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WDRF Balance 6/30/97

14,188,016

121,076
684,103
39,369
111,522
0
(759,181)
{131,529)
(1,314,354)
(1,248,994)

12,939,022

Sum fnes 2-9

Sum lines 1 and 10



Wisconsin _Housirig and Economic Development Authority (WH&DA)

. Balance Tra-nsfer: -Wisconsin Development Reserve Fund (WDRF)
June 30, 1998 Projection

Calculation
1 Actual WDRF Balance 6/30/97 12,939,022
Fiscal 1998 Projections
2 Appropriations to WDRF 0
3 Investment income 863,451
4 Fee Income 386,000
5 Guarantee Paymeni Recoveﬂes : 0
8 Required Lapses to State General Fund _ 0
7 Guarantee Payments (Clalms) (530,832}
8 Enterest Subsidy Payments (CROP & Tourism) {115,669)
a Acimsn Expanse Retmbursemem to WHEDA General Fund (1,353,768}
o Total . . . A . (1,100,818) . Suminesza -
11 Pro;ected WBRF Balance eiswss ' o 11,838,204 Ling 1 pius line 10
. P.r_m'clpai-'and -Out;stan-dmgGuarantees NI _ S
12 Ag Chem Clean Up - : 585,000 50,000 Himes 90% guarantas
13 AgﬁbUSERESS 4,500,000 5,000,600 times 90% .guaraniee
14 Clean Air 900,000 1,000,000 times 90% guarantes
15 Cantract 1,800,000 2,000,000 times 90% guaraniee
18 CROP. 27,0.0'0,.9_00 36,000,000 tmes 90% guarantes
17 Drought S0 No autharity avaliable
18 Mon-point Source 765,000 856,000 timas 9% guarantee
19 RecyCiEng 1 38 438 Projected expééure
Stratospher;c OZOE}B _ . _ _ 450,000 . 500,000 tmes 90% guaraniee
Taliesin. o A .j. Tt 7, 200 00{) SRR S "L soeo, Oootames 90% guarantaa.'__'.
. Target Area e FRI, : IR 9 00D, QOO G 10,000, eoonmes 9% guaraniee .
Tourism 7,200,000 8,000,000 times $0% guarantse
24 Total 50,538,438 Sum fines 12-23
.25 421 reserve calculation ' - ' 14,884,610 Ling 24 divided by 4
27 Calculation of Amount Available for Transfer {3,046,406) Line 11 fess line 25

28 Transfer to General Fund G Ling 27 of zero H line 27 Jess than zero



Wisconsin Housing and Economic Develc_):_pmént Authority (WHEDA)

Balance Transfer: Wisconsin Development Reserve Fund (WDRF)
June 30, 1999 Projection
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Projected WDRF Balance 6/30/98.

Fiscal 1999 Projections

Appropriations to WDRF

Investment income

Fee Income

Guarantee Payment Recovenes

Required Lapses to State General Fund

Guarantee Paymenis (Claims)

Interest Subsidy Payments (CROP & Tourism)

Admin.- Expense Relmbursement io WHEDA General Fund
Total N S

-Pro;ected WDRF Balance 6!30!99

Prmclpal and Ou:standmg Guarantees
Ag Chem Clean Up

Agtibusiness

Clean Air

Contract

CROP

Drought

Non-point Scurce

Recycling

Stratosphenc Ozone _

~Taliesin::

Targ_et Area

Tourism

Total

4:1 reserve calculation

Calculation of Amq_un'i Available for Transfer

Transfer to General Fund '

.0
772,163
36,000
0
0
(530,832)
{115,669)
(1,421,460)

585,000
4,500,000
900,000
1,800,000
27,000,000
0

765,000
138,438
450,000

11,838,204

(1,259,798}

10,578,406

7200000

9,000,000

7.200,000
59,538,438

14,884,610
(4,306,204)

0

Galoulation

Sum lines 2-3 -

Line 1 plusine 10

650,000 tirmes 80% guarantes
5,000,000 times 90% guarantas
1,000,000 times 90% guarantee
2,000,000 times 90% guarantee

30,000,000 times 80% guarantae
No agthom;;_avaéiabée

850,000 times 90% gugirantee
Projected exposure

500,000 times 90% guarantse

. 8 000, GDD tsmes 90% guafantea :

?(} {3, GOO tsmes 90% guafantee
8,000,000 times 30% guaranies
Sum lines 12-23

ting 24 divided by 4

Line 11 lass #ne 25

Line 27 or zero if ne 27 less than zero
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December 12, 1997

Senator Brian Burke

Room LL1

119 Martin Luther King Jr. Blvd.
P.O. Box 7882

Madison 53707-7882

Re: Fiscal 1997 Annual Report

Pursuant to section 234.25, Wisconsin Statutes, attached is the fiscal 1997
annual report of the Wisconsin Housing and Economic Development
Authority (WHEDA). This report contains information about WHEDA's fiscal
1997 operations and accomplishments, our strategic plan and the year-end
report of our public auditor. Please note that each of the housing programs
described in the following pages are consistent with the goals, policies and
objectives of the state housing plan.

Should you have any questions or comments on this report, please cali me or
Jim Langdon at 266-3529. Thank you for your interest in WHEDA.

Sincerely/

-

/ Fritz Ruf
/ Executive Director

Attachments




~Fiscal 1997 Report to the Legislature
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_ * Representative David Ward = Fort Atkinson~
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Executive Director
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Fiscal 1997 Program Activity

single Family -Houﬁhrg*

The HQM,E,{&@ isa low interest, low down payment mortgage for the purchase of homes by low
and moderate i income individuals and families. HOME Loans are limited to first time home buyers
and-those pnrchasmg in areas of the state that have been specially targeted for revitalization or eco-
ROMic sumuiamm Ineeme and’ purchase pnce limits appiy

In Fiscal 1997, WHEDA approved the following HOME Loans:
_ Number ofHOMELoam R - 4,132
o Amgnntpfﬂ@Mﬁ_mm_“- R R '$227,762,552

. : B 1Ne] _:_ enabies igw and moderate zncome home ovmers 10- make non-iuxury o
or energy ccmsemng 1mprovenwms to their homes. To qualify, borrowers must meet income eligi-
bility criteria and use the funds for eligible improvements.

In Fiscal 1997 ‘WHEDA approved the followzng Home Improvement Loans:

Number of Hcme impmvement Loans _ 203
Amount of I__{ome Improvement Loans $1,872,885

'_g IJ

© - owners pay theu' praperty bills.

pmvades Ioans to Iew mcome elderiy W:scomzn home,

In i"iscai 1997, WHEDA approved the: fciiowmg Preperty 'Ihx Deferral Loans

Number of Property Tax Deferral Loa.ns B 307
Amount of Property Tax Deferral Loans $541,885
Multifamily Housing

A ] Tax Credit provides a credit against federal tax lability as an incentive for
the cieveio;mmnt, acqaasmen, and rehabﬁitanon of affordable rental housing. In general, the program
serves households with income not exceeding 60 percent of county median income. WHEDA has
been deSignated by the Govemm' as the Wisconsin administrator of the program.

In Fiscal -1-99?, WH‘EID& approved the following Affordable Housing Tax Credit allocations:

Number-of Tax Credit Allocations 38
Amount of Tax Credits Allocated $7,258,368
NMumber of Units 1,559

Fiscal 1997 Report to the Legislature I



Fiscal 1997 Program Activity

' ' ecace Loan provzdes censtmcnon and permanent financing for the deveiopment
of muinfanuly rentai hoasmg through the sale of federally tax exempt mortgage revenue bonds or
taxable bonds. Financing is suhject to federal: requirements including limitations on the availability
of tax: sxempt bond:ng, project eizgxbﬁ:ty, and rent and occupancy restrictions.

In Fisca} i997 WHEQA approvad the foilewmg Muiufaxmly Mortgage Loans:

Nnmber of Mulnfamﬂy Mt}rtgage Loans 6
:Amount of Multifamily Mextgage Luans $10,691,500

N’umberofUmts S . L R 264

DA dation Housing Grant Program helps nanpraﬁt orgamzanons local units of gov-
emment and iﬂdzan trabes meet the housmg aeeds of homeless: persons;. alcofml or drug dependent
persms -domestic abuse victims, dseveioprrwntaliy disabled persons, low i income or frail elderly per-
sons, chromcally mcntally ill persons, physically impaired or disabled persons, and/or persons who
lack access to wraditional permanent housing. Financed through WHEDA reserves, grants are award-
ed annuaily on a statewzde compennve basrs Smgle awards are made in amounts up to $25, 600

In Fiscal 199’? .WHEDA' approved t-he 'follgw;ng WHEDA Foundaum Hoeusing Grants:

Number of WﬁEDA Foundaﬁon Grants 28

_-Amount of WHEDA Foundation Gzants T R T - $500,000
AntzmpatedNumberofUmts/Beds 8760

Agriculturcl Deve!opmem‘
ngmmngﬁgmmm pmwde federaﬂy tax-exempt ﬁnammg fcr first-time farmers. Loans of up
to $250,000 are available for the purchase of land, equipment, bmidmgs and livestock.” Local lenders
back Begmmng Faxmr Bonds with a ietter of crede '
in Fiscal 1997, WHEDA appwved the f{)llcwing Beginning Farmer Bond Loans:

Number of Beginning Farmer Bond Loans 8
Amount of Beginning Farmer Bond Loans $1,231,691

Fiscal 1997 Report to the Legislature 2



Fiscal 1997 Program Activity

The program helpsfers obtam agricultural production loans of up to $20,000 through local
lenders.

In fiscal 1997, WHEDA approved the following CROP guarantees:

Number of CROP Guarantees 1.486
Amount of CROP Guarantees $19,585,695

is a loan guarantee program for Wisconsin farmers.

The BA_R_E@Q is'aloan gaarantee pmgram for the expansmn and modernization of Wisconsin

' farms The yregmm prcvzdes loan. guaramms for 1and, eqmpmnt, buildings and livestock.
In ﬁscai 1997 WHEI)A approved the foilowmg FARM Fund gnarantees
Nu-mber of FARM Fund Guarantees 12
Amount of FARM Fund Guarantees $497,660

Small Business Development

) -'used for the WIChase or rehab;htaticn of Iand imﬂdzngs and busmess eqmpment Tnc pmject under-

taken must result inthe creation or retention of jobs.
In Fiscal 1997, WHEDA approved the following LiDL Subsidies:

Number of LiDL Subsidies ' 48

Amount Committed $2,386,959
Number of Jobs Created 144
Number of Jobs Retained g

The Tourism Fund helped in the expansion of existing tourism businesses and businesses that derive
more than 50 percent of sales from fumnishing goods or services to a tourism related business. The

Tourism Fund was replaced by the WHEDA Small Business Guarantee in October 1997,

In Fiscal 1997, WHEDA approved the following Tourism Fund guarantees:

Number of Tourism Fund Guarantees 17
Amount of Tourism Fund Guarantees  $1,086,415
Number of Jobs Created 18
Number of Jobs Retained i2

Fiscal 1997 Report to the Legislature



Fiscal 1997 Program Activity

/ Fu d assmlﬂd busmasses located i m an econormcaﬂy d:stmssed area or relocatmg
mto such an area. The Target Area Fund: was replaced by the WHEDA Small Business Guarantee in
October 1997

In Fiscal 199? WHEDA approved the followmg '{‘arget Area Fund guarantees: |

Nnmber ef "Ihrget Area Fund Guarantees 32
Amount of Target Area Fund Guaxamees $3,309,524
~ Number of Jobs Created g ) ' 161

| .N#mbef.ﬂfmiwneﬁ B TR n

gribi Fun prov:des laan gaarantees nf up to $675 000 for ;amjects that result in the
_deveiepmm c}f 'nzew or more vxable meﬂmds for pmcessmg or marketmg a Wisconsin' grovm com-
modity. - .

In Fiscal 1-997,-‘WHEI_3A _a'ppmed-no Ag_zit;usiness_.ﬂum_guamn;e_es.
The Q_Qﬂ&;agLEuad prowded small businesses with an oppcmumty 10 enter government contracts or

contracts ‘with businesses with gross annual sales of more than $10 million. Eligible businesses must
be iacated inan eccmonucally distressed aréa or at least 51 percent owned and controlled by socially

_and. ecmmmmaliy dxsadvantaged mdmduals ’I’he Contract Fumi was: rﬂplaced by the WHEDA Small S

o Busmess

In iﬁ‘wcai 1997 WHEDA approved no C@niract Fund guarantees

Fiscal 1997 Report to the Legislatre 4



Fiscal 1998-99 Strategic Plan

Mission
‘The Wisconsin Housing and Economic Development Authority serves Wisconsin residents and com-
munities by working with others to provide creative financial and technical resources to stimulate
and preserve affordable housing, small businesses, and agriculture.
Vision
Wiscansm c:tzzens and busmess will recognize and value the Wisconsin Housing and Economic
Development Authonty as the mdustry leader They will be attracted to our services and resources
because we: o '
Sansfy the needs nf our customers ina chzmgmg environment
mede innovative products to customers xmdequateiy served by existing resources
Respect the needs of nontraditional customers and identities of communities

Strengthen our own viability to meet our mission for years to come

'I‘hrough these, we create opportumnes for qua.hty hvmg

Vaiues SR
The Members and Staff of -the Wisconsin Housing and Economic Development Authority value:

Egggi_ We need each other to be successful. We respect individual differences, and help
each othser reach our highest potential.

&E&nﬂm@m All staff at all levels are accountable for their work and behavior,
Teamwork: Teams promote creative solutions that are essential to reaching our goals.

Customer Service: Satisfied customers are a measure of our success.

Excellence: Excellence is the benchmark of each day's work.

Financial Viability: Financial stability and sustainable growth are necessary to meet our mission.
Ethics: Customer confidence and faith are the result of never compromising high ethical standards.
Communication: An open exchange of information is the foundation of our achievements.

Ingovation: Our success depends upon forward thinking, adaptability and risk taking.

Fiscal 1997 Report to the Legislature 5



Fiscal 1998-99 Strategic Plan

Performance Objectives

A, Expand, modify, and critically examine viability of services

-.M':ﬁ-PN:“

Evaluate utilization of services

Evaluate services based upon customer and community input
Evaluate aother services in the marketplace

Generate new services based upon:evaluations

' :Idemlfy most wable markets and markgts w1th greatest needs

B. increase the use af altemanve fesources.

i

2.

Aﬁiham w1th pnvaxe aad pubhc enntxes to enhance WHEDA''s services
Use outsourcing to enhance services

C. Utilize {echnoiogy more effectively while maintaining current operational systems

1.

w

Conform to.consistent standards when selecting new technologies
Expand mobile computing features and function
Continue mtcgratzon of current and future software application and database

. -systems -,
Provide mcentm:s for castomers to use. ACH

Optirnize use of the Internet for business | purposes
Increase electronic submission options for customer communications

D. Work with legislature and adm_inis’tration to gain ability to meet identified market needs

R

Identify federal and state decision makers and inform them of key issues
Lobby administration and legislature for support of WHEDA's mission
Work 1o pass broad-based economic development legislation

Publish legislative newsletter

Initiate quarterly events and invite legislators

E. Maximize use of information

L
2.

Implement a process for submission of new service ideas
Review, consolidate and simplify customer manuals on a defined schedule

Fiscal 1997 Report to the Legislature 6



Fiscal 1998-99 Strategic Plan

SRR
WHEDA |

Performance Objectives

2.
A. Strengthen our understanding of and relationships with customers, communities, and
public officials
1. Conduct regional needs assessment annually
2. Hold. hstemng sessions for focus groups for each service line or region annually
- 3. Create a master event calendar with umversai access
4. _Conduct &dwsary board meetmgs forall’ service lmes three times: annuaﬁy
- 5. Survey customers for all service lines annyally .
A -'Encem*age staff to'bein the field at least one day annually
7. -Prowde feedback to leradem on their perfonnancefactmues

B. Improve-respcnsweness to customers

L.

Esiabhsh pmtocoi mcludmg standards for customer follow up, voice mail,
cerrespondence, answering telephone calls, e-maﬂs, and provldmg telephone

“coverage across the Authority

Survcy internal customers for satisfaction with service, e.g. response time to e-mails
and voice mail, friendliness, helpfulness, directing calls to appropnate perscn

: §mpiement an interactive 1ax credit allocation process

Have an outsxde expert survey staff o determine telephéné needs and make and

' unpiement recommendations for systems for the new building

Identify customers who would benefit from Internet e-mail communications and
impiement based on resuits :

C. '3Increase custamrs commnmtzes and public oﬁicm}s’ knawledge and understmdmg of
WHEDA’S mzssmn

1.

Ll

ARl

Notlfy eiecteci ofﬁaais of WHEDA activities in their areas
Offer "WHEDA on Call” in the field, bring in experts {0 the local level on a
periodic basis:

Promote use-of ad slicks .

Increase positive media coverage
Expand customer oriented sales-and marketin_g tools for CDOs
Continue to develop and use Internet to promote WHEDA services

Fiscal 1997 Report to the Legislature 7



Fiscal 1998-99 Shategic Plan

Performance Qb_iect_ives

A. Ensure aﬁptﬂpfiaze skills"and industry knowledge throughout the Authority

R

Develop a training plan for each employee
Establish training requirements by job function

'.Prowde cusmmer service, business, and communication skills training to all staff
Promde a better fcundatmn of knowiedge of Autherzty services and pmcesses o
all staff : . .

: Implemnt team ﬁ'ammg

“B. Increase quahty and productzwty

S thof

Deveiop an Intranet for. the Authorsiy

“Utilize outside resources as a camponent of process improvement
~ Include cross-functional representation on- appropnate IT project

Develop and identify software spec:aahsts among users

“Evaluate and mnnnuously improve business processes

Utilize otir systems to enhance the commumcauen of meaningful information

1
2.
3.

Estabhsh expectaxzons and sccpe for each team
Evaluaze team structure/reorganization on an ongoing basis
Insmute a. mmﬁﬂy maaagers meeung

D. Ahgn:euiture- mth strucmre and smgy

1.

2.

Revzew poizmes and proﬁedures and change them to reflect the new culture
and structure - .

Define desired culture, assess the current culture, and implement a plan to
achieve the desired culture

E. Link rewards and incentives to Performance Objectives

L

o

Expand reward alternatives such as WHEDA Bucks, recognition, time off,
expanded responsibilities

Develop a system 1o award individual and team bonuses based on personal and team
performance objectives

Make annual salary adjustment on employment anniversary date

Employ an outside firm to review salary structure and market consistency

Fiscal 1997 Report to the Legislature 8



Fiscal 1998-99 Strategic Plan

Performance Objectives

4 iately bal folio ris}
A. Critically examine viability of services

I. Identify saturated Multifamily and Affordable Housing Tax Credit markets

2. Remodel Multifamily and Economic Development risk assessment tools

3. Establish benchmarks for measuring loan portfolio risk and performance
agamst mdustry standards

B. Coerdmate markei., mxsswn and portfolm needs

1. Coordinate WHEDA. and oﬁ:er resources to encourage development in areas of
wnmet need
2. Consider concentration of risk in developing lending policy

C. Develop contingency plans for major portfolio risks

Assess and prepare for impact of external forces on our portfolios (W2, recession)
Investigate external software to determine methods others use to measure risk
Focus risk evaluation by portfolio within the critical 2-3 year aging point

- Increase methods for transferring: risk to others S

‘Implement a layered systemn of GLF guarantees based on exposure "

Track the performance of portfolio in relation to economic indicators

¢w$wwr

Fiscal 1997 Report to the Legislature g



Fiscal 1998-99 Strategic Plan

Financial Objectives

A. Maintain adequate fund balance to provide flexibility

1. i)e\%élbp planfor esi_ahlishing annual grant fund amounts relative to annual net
Tevenyes and desi:ed gi-’OWﬂfl in fu-nd balance

| B I..everage fund balance to pmwde for asset growth

Explore zi:c full range of pubiic:, nonprnﬁt, and pnvaie afﬁhancns that may leverage
WHEDA ﬁnam:iai msaumes :

C Incmase thc use of aitemanve soirces of pubhc and private capltai
1. Pursue pension funds as source of funds

2. Develop lending programs through Federal Home Loan Bank and lender
consomums

m 'ﬂzg gqt gvenu
A. Dbtam Qpnmai spread en all programs w;thm the »;;cmtext of pmdent nsk management

1. Develop plan for increasing and using 0% participation loans

2. Develop a risk based pricing model

3. Congduct present vakle and contribution margm analysis of existing and
fumre pragrams ' :

B. Baiaace and epumlze risk retum, and lnquzdlty ofi mvestment ;)artfeho
1. Establzsh nvestment portfcixo performance criteria
2. Review investment policies and practices to ensure maximum yield is obtained on
all funds within reasonable risk and liquidity parameters.
3. Investigate costs/benefits of a Treasury Workstation
4. Investigate costs/benefits of employing and independent investment advisor
C. Manage inte_resi rate risk

1. Study inferest rate sensitivity issues and develop interest rate risk management plan

Fiscal 1997 Report to the Legislature ) i 10



Fiscal 3-99-8:_—'9?-3&&@95(: Plan

Financial Objectives

. Optimize ne

D. Control costs

Explore savings to be achieved by outsourcing
Identify and evaluate fixed and variable costs associated with current programs
. Evaluate new programs-using costlbeneﬁt ana1y31s
' :Optimize use of technology to reduce costs

:PS»%@:"

Deveicp addatzonai soun:es of revenue

' 1 Manage mn-perforfmag muiﬂfauuiy projects ona fee for service basis
2. Investigate opportunity to add sex_jv_aces or charge fees for services

A 'Meet -ail.short—term requiremeﬂts

1. Crea};e and maintain a long-term cash flow projections model
2 f.ﬂcate and mstaii an’ mtegrated cash/investment trackmg system

B Opta:mwe i;qmdity pesmon 10 meet unantxcnpated needs and take advantage of
opportunities.

1. Estabhsh a line of: credlt with ﬂexlbie terms

2. Conduct peer group analysis to determine optimal i;qmdny position
3. Utilize secondary - markets to sell loans
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Deloitte &
Touche LLp

a 411 East Wisconsin Avenue Telephone: (414) 271-3000
Milwaukee, Wisconsin 53202-4496

INDEPENDENT AUDITORS® REPORT

To the Members of the
Wisconsin Housing and Economic Development Authority
Madison, Wisconsin

We have audited the accompanying combined balance sheet - all programs of the Wisconsin Housing
and Economic Development Authority (the “Authority”) as of June 30, 1997 and the related combined
statements of income and expenses and changes in fund balance - all programs and cash flows - all
programs for the year then ended. These financial statements are the responsibility of the Authority’s
management. Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with generally accepted auditing standards and Government
Auditing Standards issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also inciudes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, such combined financial statements - all programs present fairly, in all material
respects, the financial position of the Wisconsin Housing and Economic Development Authority as of
June 30, 1997, and the results of its operations and its cash flows for the year then ended in conformity
with generally accepted accounting principles.

As discussed in Note 2 to the financial statements, effective July 1, 1996 the Authority changed its
method of accounting for investments to conform with Government Accounting Standards Board
Statement No. 31 “Accounting and Financial Reporting for Certain Investments and for External
Investment Pools”. A cumulative adjustment was recorded to reflect the change.

In accordance with Government Auditing Standards, we have also issued a report dated September 18,

1997 on our consideration of the Authority’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grants.

ﬁpm G 7:«.“/& VRN =
September 18, 1997
Deloitte Touche

Tohmatsu
International



Wisconsin Housing and Economic Development Authority

Combined Balance Sheet -- All Programs

June 30, 1997
with comparative totals for June 30, 1996
(Thousands of Dollars}
ASSETS
HOME OWNERSHIP REVENUEBOND  Housing State of Combined Authority
RESOLUTIONS Revenue Wisconsin (General {Memorandum Only)
1987 1988 All Other Bonds Programs Fund 6/30/97 6/30/96
Cash & cash equivalents {Notes 2&4) 4,219 19,065 15,393 86,498 6,392 33,077 164,644 126,438
" Investments (Notes 2&4) 32,283 148,310 31,069 130,295 16,690 25,592 384,239 364,480
Mortgage loans receivable (Notes 2&5) 309,267 658,142 262,092 374,858 12,193 126,991 1,743,543 1,622,173
Accrued interest receivable 2,352 - 6,747 1,965 2,858 1,109 1,571 16602 14,273
Deferred debt financing cost - 2,965 6,994 2,139 4,098 128 - 16,324 17,325
Other assels 1,982 99,273 (907) {1,139} (447 27,802 126,564 15,306
Total Assets 353,068 938,531 311,751 597 468 36,065 215,033 2,451,916 2,159,995
' LIABILITIES AND FUND BALANCE

Bonds & notes payable (Note 6) 331,353 892,418 269,400 428,241 8,140 108,050 2,037,611 1,760,537
Accrued interest payable (Note 6) 7,338 20,331 23,412 4,220 899 1,308 56,708 55,422
Escrow deposits 2,097 3,714 2,229 105,612 (25) 8,797 122,424 122,539
Ciher liabilities 51 1,130 305 1,865 10,085 8,779 22,215 17,987
Total Liabilities 340,839 917,593 295,355 539,938 18,299 126,934 2,238,958 1,956,485
Fund Balance (Note 7} 12,220 20,938 16,396 57,330 17,766 88,099 212,958 203,510
Total Liabilities and Fund Balance 353,068 938,531 311,751 597,468 36,065 215,033 2,451,916 2,159,995

The accompanying notes are an integral part of the financial staternents,




Wisconsin Housing and Economic Development Authority

Combined Statement of Income and Expenses
and Changes in Fund Balance -- Ail Programs

For the year ended June 30, 1997
with comparative totals for the year ended June 30, 1996

{Thousands of Dollars)
HOME OWNERSHIP REVENUE BOND Housing State of Combined Authority
RESOLUTIONS Revenue  Wisconsin General (Memorandum Only)
_ 1987 1988 All Other Bonds Programs Fund 6/30/97 6/30/96
Mortgage income 25,190 47,270 21,712 32,768 1,070 8,382 136,392 130,834
Investment interest (Note 4) 2,083 8,201 2,768 12,480 1,886 2,951 30,369 31,244
Net increase in fair value
of investments {Note 2) 137 373 1314 4,200 138 1,567 7.729 -
" Less:  Interest expense and debt S
financing costs (Note 2) 23,721 49,013 21,724 35,638 924 4,628 135,648 129,372
: “Net investment Income 3,689 6,831 4,070 13,810 2,170 8,272 38,842 706
Mortgage service fees - - - 1,747 - 1,704 3,451 3,265
Pass-through grant revenue - - - 52,285 21 4,696 57,002 59,101
Other income {(net} - 3 — - 40 812 855 1,008
Net interest and other income 3,689 6,834 4,070 67,842 2,231 15484 100,150 96,080
Direct loan program expense 1,364 2,265 1,312 1,396 123 278 6,738 7,650
- Pass-through grant expense - - - 52,285 21 4696 57,002 59,101
. Grants and services ' - - - - - 906 906 943
General and administrative expense 228 2,737 323 2,882 1,837 5,346 13,353 11,904
Total Expenses 1,592 5,002 1,635 56,563 1,981 11,226 77,999 79,598
Income before extraordinary losses
and cumuiative adjustment 2,097 1,832 2435 11,279 250 4,258 22,151 16,482
Extraordinary losses (Note 9) - - - - {35) - (35) (62)
Income before cumulative adjustment 2,097 1,832 2,435 11,279 215 4,258 22,116 16,420
Cumulative adjustment for change in
method of accounting for investments
{Note 2) {185) (991) {3,490} (1,685) (197) (6,120) (12,668) -
Net Income (Loss) 1912 84 (1,055 9,594 18 (1,862} 9,448 16,420
Fund Balance, beginning of year 10,317 18,099 17,968 47,936 17,748 91,441 203,510 187,080
Transfers between programs {Note 7) - 1,998 (518) - - {1,480) - -
i Fund Balance, end of year 12,229 20,938 16,396 57,530 17,766 88,099 212,958 203,510

e accompanying notes are an integral part of the financial statements.




Wisconsin Housing and Economic Development Authority
Combined Statement of Cash Fiows -~ All Programs

For the vear ended June 30, 1997
with comparative totals for the year ended June 30, 1996

(Thousands of Dellars)
HOME OWNERSHIP REVENUE BOND  Housing State of Combined Authority
RESOLUTIONS Revenue  Wisconsin General  (Memorandum Only)
1987 1938 All Other Bonds Programs Fund 6/30/97 6/30/96

Cash flows from operating activities:
Net Income (loss) 1,912 841 (1,055) 9594 18 {1,862) 9,448 16,420
Adjustments to reconcile net income
(loss) to net cash provided by (used in)

operating activities:
Extraordinary losses (Note 9} - - - - 35 - 35 62
Cumulative adjustment for change in meth-
od of accounting for investments {Note 2) 185 2991 3490 1,685 197 6,120 12,668 -
Net increase in fair value of investrnents
(Note 2) 137 (373) (1,314) {4,200) (138) (1,567 {7,729 -
Interest expense 23024 47,374 21,642 35,292 895 4,628 132,255 - 125,959
Interest on investments {2,083) (8,201 (2,768) {12,480) (1,886) (2,951} (30,369} (31,244)
Depreciation and amortization 695 1,462 659 347 29 412 3,604 3,425
Loan origination fee amortization 230 253 157 — - {587} 53 161
(Increase) decrease in mortgage loans
receivable and real estate held 26,146 {147,252) 29418 4 1,724 (29470)  (119430) (89,344}
Other 17 (252) 55 10,612 {2,975) (805) 6,418 5,964
Net cash provided by (used in) operating
 activities 49,755 (105,157} 49,684 40,854 (2,101) (26,082) 6,953 31,403
Cash flows from non-capital financing
activities: - : . :
Proceeds from issuance of bonds and notes - 302,654 - - - 213629 516283 345,868
Repayments on bonds and notes (27,100} {68,795} (31,079} (12,439) (13,061) (182.640)  (335114) - (311400
Interest paid on bonds, notes, and escrows  (23,573) (42,558) {24,271} {33,761} {1,208) (3669  (129,038) {136,570)
Cost of bond issuance and redemption 2 {2,556) : 23 - o~ 80 (2,451} {2,552}
Net cash provided by {used in} non-
capital financing activities {50,671} 188,745 {55,327) {46,200} {14,267) 27 A00 49,680 (104,654)

Cash flows from investing activities:
Proceeds from sales and maturities

of investments 72844 256,944 54,394 122,324 25,387 32,489 564,382 533,228
Investment interest received 2,119 6,890 2,789 14,250 2,344 1,748 30,140 30,002
Purchases of investments (77,851} (333,627) {55,740 {92,673) {10,675) {26,580) {597,146) {557,474)

Net cash provided by (used in)
investing activities {2,858} {69,793) 1,443 43,901 17,056 7657 (2,624 5,756
Cash flows used in capital financing
activities:
Purchases of fixed assets - - ‘ - - - (15803)  (15,803) {4,215)
Increase (decrease) in cash and )
cash equivalents (3,804) 13,795 {4,200) 38,555 688 (6,828) 38,206 71.710)
Cash and cash equivalents, beginning of year 8,023 3,270 19,593 47943 5,704 39,905 126,438 198,148
F
Cash and cash equivalents, end of year 4,219 19,065 15,393 88,458 6,392 33,077 164,644 126,438

he accompanying notes are an integral part of the financial statements.




Wisconsin Housing and Economic Development Authority

Notes to Combined Financial Statements - All Programs

For the year ended June 30, 1997
with comparative information for the year ended June 30, 1996

1. Authorizing Legislation and Funds:

The Wisconsin Housing and Economic Development Authority (the “Authority”) was created in 1972 by an act ("the
Act”) of the Wisconsin Legislature to facilitate the purchase, construction and rehabilitation of housing for families of
low and moderate income by providing or participating in the providing of construction and mortgage loans. The
Authority is authorized to issue bonds to fuifill its corporate purposes up to an aggregate amount of $625 million,
excluding those being used to refund outstanding obligations and those issued under the programs described below.
The Authority has no taxing power. Bonds issued by the Authority do not constitute a debt of the State of Wisconsin
or any political subdivision thereof.

The Authority’s mission has been expanded since 1972 through legislation authorizing the following:

A Home Ownership Loan Program, funded by revenue bonds of $3.2 biflion and $2.9 billion through June 30,
1997 anl 1996, respectively, of which approximately $1.5 billion and $1.2 billion are outstanding at June 30,
1997 and 1996, respectively;

A Community Housing Alternatives Program ("CHAP"), funded by bonds of up to $99.4 million, to finance
loans for residential facilities for the elderly or chronically disabled. Housing Revenue Bonds totaling $4.7
million have been issued, of which approximately $2.8 million and $3.7 million are outstanding at June 30,
1997 and 1996, respectively;

A Housing Rehabilitation Program and Home Improvement Program, funded by revenue bonds outstanding
at any time of up to $100 million, to finance below-market-rate loans for home rehabilitation. Revenue bonds
totaling approximately $97.6 million have been issued, of which approximately $8.1 million and $21.2 million
are outstanding at June 30, 1997 and 1996, respectively; '

The":Wis'cc.Sri_siﬁ ‘Development Res'gf@.fe Fund répl_'esents State of Wisconsin funds appropriated to subsidize
interest and provide guarantees of principal balances of qualifying loans. At June 30, 1997 and 1996,
outstanding loan guarantees totalled $36.2 millioni and $38.2 million, respectively;

A Business Development Bond Program, funded by revenue bonds of up to $200 million, to enhance economic
growth and the well-being of Wisconsin residents. As of June 30, 1997 and 1996, outstanding bonds carrying
the Authority's general obligation totalled $54.8 million and $61.0 million, respectively. In addition, under the
Business Development Bond Program, other revenue bonds are issued which do not constitute indebtedness of
the Authority within the meaning of any provision or limitation of the Constitution or Statutes of the State of
Wisconsin. They do not constitute or give rise to a pecuniary liability of the Authority or a charge against its
general credit. They are payable solely out of the revenues derived pursuant to the loan agreement or, in the
event of default of the loan agreement, out of any revenues derived from the sale, releasing or other disposition
of the mortgaged property. Based on the above, the bonds are not reflected in the financial statements of the
Authority. As of June 30, 1997 and 1996, the Authority had issued 79 and 76 series, respectively, of such
Business Development Bonds in an aggregate principal amount of $65.9 million and $59.1 million, respectively,
for economic development projects in Wisconsin; and

A Beginning Farmer Program, funded by revenue bonds of up to $10 million, to assist beginning farmers to
purchase agricultural land, agricultural improvements and depreciable agricultural property. These revenue
bonds do not constitute indebtedness of the Authority within the meaning of any provision or limitation of the
Constitution or Statutes of the State of Wisconsin. They do not constitute or give rise to a pecuniary liability of
the Authority or a charge against its general credit. They are payable solely out of the revenues derived
pursuant to the loan agreement or, in the event of defauit of the loan agreement, out of any revenues derived
from the sale, releasing or other disposition of the mortgaged property. Based on the above, the bonds are not
reflected in the financial statements of the Authority. As of June 30, 1997 and 1996, the Authority had issued 33
and 24 series, respectively, of Beginning Farmer Revenue Bonds in an aggregate principal amount of $4.5
million and $3.2 million, respectively.



1. Authorizing Legislation and Funds: (continued)

The Authority has, by Resolution, established other programs to promote the fulfillment of its objectives and has
financed these efforts through appropriations of its General Fund balance.

2. Summary of Significant Accounting Policies:

Accounting Principles: The financial statements of the Authority have been prepared in conformity with generally
accepted accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles. With respect to
proprietary activities, the Authority has adopted GASB Statement No. 20, “Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities that use Proprietary Fund Accounting”. The Autharity has
elected to apply all applicable GASB pronouncements as well as Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) Opinions, issued on or before November 30, 1989, unless
those pronouncernents conflict with or contradict GASB pronouncements. The Authority has a June 30 fiscal year end.

Authority Programs: The Authority accounts for each bond resolution as a separate accounting entity, each with its
own assets, liabilities, fund balance, income and expense. The entities are then grouped according to type as they
relate to single family (Home Ownership Revenue Bond Resolutions), muitifamily (Housing Revenue Bonds), State
of Wisconsin and General Fund programs for presentation in the financial staternents (Note 3).

Cash and Cash Equivalents: Cash and cash equivalents include short-term, highly liquid investments which are
readily convertible to cash and typically have original maturities to the Authority of three months or less.

Investments: Effective July 1, 1996, investments are carried at fair value based on quoted market prices. The
collateralized and uncollateralized investment agreements are not transferable and are considered nonparticipating
contracts. As such, both types of investment agreements are carried at contract value. The net increase (decrease) in
the fair value of investments includes both realized and unrealized gains and losses. Prior to July 1, 1996,
investments were all carried at amortized cost or contract value. In accordance with its investment policy, the
Authority invests in various mortgage-backed securities, including collateralized mortgage obligations, interest-only
strips, principal-only strips, and inverse floaters, all of which are reported at fair value on the Combined Balance
Sheet - All Programs (Note 4).

Mortgage Loans and Real Estate Held: Mortgage loans are carried at their unpaid principal balance less an
allowance for possible loan losses. Loan origination fees and associated direct costs are deferred and recognized as
income or expense over the life of the loan using the effective interest method. Real estate held is carried at the
lower of cost or estimated net realizable value and is generally subject to mortgage pool insurance coverage.

Allowance for Possible Loan Losses: Provisions for possible loan losses are made through charges to expenses based
on a periodic evaluation of the loan portfolios. Actual losses that may occur will be charged against such valuation
allowances {(Note 5).

Deferred Debt Financing Costs: Debt issuance costs and discounts are amortized ratably over the estimated life of
the cbligations to which they relate. Amortization of bond discounts of $48,000 and $58,000 for the year ended June
30, 1997 and 1996, respectively, is included in interest expense in the Combined Statement of Income and Expenses
and Changes in Fund Balance — All Programs.

Other Assets: Interfund activity between programs is reported in other assets. Negative amounts represent payables
between programs and net to zero. In addition, other assets indude bond proceeds receivable ($95.8 million), land
($1.9 million), a rental property ($1.1 million) and an office building ($15 million and $1.8 million expended as of June
30, 1997 and 1996, respectively) that is under construction and expected to be complete by October, 1997. The total cost
of this project is expected to be approximately $22 million,

Interest Expense and Debt Financing Costs: Investment income earned on escrow deposits is allocated to the
morigages based upon investment results. Interest expense and debt financing costs include $8,707,000 and $5,135,000
of investment income allocated to mortgage escrow deposits for the years ended June 30, 1997 and 1996, respectively.

Pass-through Grant Revenue and Expense: In accordance with Government Accounting Standards Board Statement
No. 24, "Accounting and Financial Reporting for Certain Grants and Other Financial Assistance”, pass-through grants
are reported in the financial statements as both revenue and expense. During the year ended June 30, 1997 and 1996,
the Authority received grants on behalf of secondary recipients for various purposes including a Section 8 rent
subsidies ($52.2 million and $54.4 million), voucher assistance ($3.1 million and $2.9 million), Section 236 rent subsidies
($-9 million and $1 million) and other miscellaneous grant programs ($.8 million and $.8 million), respectively.




O —

S—
Rt o

P

‘%m s

. ,uw':\(\,;,‘.won?mw-&:»‘*Wﬂm_ ;%_Vi,.méwxwmﬁ,ww{%% (”W"zﬁ"ﬁwmé““ﬂﬁfm

2. Summary of Significant Accounting Policies: {continued)

Combined Authority Totals: The total columns reflect the totals of the similar accounts of all programs. Since the
assets and revenues of certain programs are restricted by the related bond resolutions, the memorandum totals are for
illustrative purposes only and do not indicate that the combined assets are available for other than the provisions set
forth in the separate bond resolutions of the individual programs.

Change in Method of Accounting: Effective July 1, 1996, the Authority adopted Statement of the Governmental
Accounting Standards Board (GASB) No. 31, “Accounting and Financial Reporting for Certain Investments and for
External Investment Pools.” This standard requires investments to be reported at fair value with gains and losses
included in the Combined Statement of Income and Expenses and Changes in Fund Balance — All Programs. A
cumulative adjustment as of July 1, 1996 decreased total investments by $20,264,000 and resulted in a charge to the
Combined Statement of Income and Expenses and Changes in Fund Balances — All Programs of $12,668,000, which is
net of $7,596,000 aliocated to.certain escrow deposits (see Note 4).

Approved Accounting Standards Not Adopted: In November, 1994, the GASB issued Statement No. 27, “Accounting
for Pensions by State and Local Governmental Employers”. This Statement must be adopted by the Authority,
effective July 1, 1997. Statement No. 27 establishes recording and disclosure requirement related to the Authority’s
participation in the Wisconsin Retirement System. The Authority’s management has not determined the impact on
its Financial Statements of adopting this new accounting standard as the information needed to adopt this standard
has not been made available to the Authority by the Wisconsin Retirement System.

Estimates: The preparation of financial statements in conformity with generaily accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of

revenues and expenses during the reporting period. Actual results could differ from those estimates.

3 Description of Programs:

Home Ownership Revenue Bond Resolutions include all bonds secured by single family mortgage loans. The funds
are used to purchase mortgage loans on single family residential housing units for persons and families of low and
moderate income in Wisconsin. The bond issues are grouped by bond resolution and each may have different
covenants and requirements (Note 6). Home Ownership Revenue Bond resolutions dated 1987 and 1988 are
reported separately while resolutions dated 1985, 1986, 1989, 1991 and 1992 are combined.

Housing Revenue Bonds include the 1974 and 1993 Housing Revenue Bond Resolutions. These funds are used to
finance the construction, rehabilitation and permanent financing for multifamily rental housing developments
generally designed for persons and families of low and moderate income, the elderly, disabled or special needs persons.

State of Wisconsin programs include the Home Improvement Loan program and the Wisconsin Development
Reserve Fund administered by the Authority. The Home Improvement Revenue Bond Program provides loans for
eligible borrowers to make improvements to owner-occupied properties. Although no bonds have been issued since
1992, loans continue to be originated from excess funds in the program. After repayment of the bonds, any
remaining fund balances must be paid to the State of Wisconsin General Fund. The Wisconsin Development Reserve
Fund administered for the State of Wisconsin includes the Credit Relief Outreach Program (CROP), the Agribusiness
Fund, the Tourism Fund, the Contract Fund, the Target Area Fund, the Nonpoint Source Pollution Abatement
Program, the Clean Air Fund, the Ozone Fund, the Agricultural Chemical Spill Loan Guarantee Program, and the
Farm Assets Reinvestment Management Program, all of which provide loan guarantees and interest rate subsidies
on loans.

The General Fund includes the Business Development Bond Program as well as all income and operating expenses
which are not allocated to other programs or funds. The Business Development Bonds (Note 6) carry the general
obligation of the Authority and are issued to enhance the economic growth in Wisconsin.

4. Cash, Cash Equivalents and Investments:

The Autherity is required by statute to invest at least 50% of the General Fund funds in cbligations of the state, of the
U5, or of agencies or instrumentalities of the U.S., or obligations, the principal and interest of which are guaranteed
by the U.S. or agencies or instrumentalities of the U.S. Each bond resolution specifies what constitutes a permitted
investment and such investments may include obligations of the U.S. Treasury, agencies and instrumentalities;
commercial paper; bankers’ acceptances; and repurchase agreements and investment agreements.




4. Cash, Cash Equivalents and Investments: (continued)

The Authority also enters into collateralized investment contracts with various financial institutions, These
investment contracts are generally collateralized by obligations of the United States government.

The Authority is also authorized to invest its funds in the State Investment Fund. The Authority has established a
Master Repurchase Agreement with its banking institutions to govern the purchase of repurchase agreements. This
agreement requires the institution to take possession of collateral having a market value of at least 103% of the cost of
the repurchase agreement. The underlying collateral must be maintained at this level at all times.

The Authority’s investments in mortgage-backed securities and structured notes had a carrying value of

- approximately $59.2 million and $92.6 million and a fair value of approximately $47.9 million and $76.0 million as of
June 30, 1997 and 1996; respectively. The Authority currently intends to hold such mortgage-backed securities and
structured notes until maturity or until they can be sold in more favorable market conditions. These securities are
derived from cash flows from principal and interest payments on underlying mortgages. Therefore, they are
sensitive to prepayments by mortgagees which may resulf from a decline in interest rates.

Categorized in accordance with GASB Statement No. 3, the Authority's investments in uncollateralized investment
contracts are a Category 3 level of risk which include uninsured or urnregistered investments and uncollateralized
securities held by the Authority’s agent or trustee in'the Authority's name. All other investments and cash
equivalents are a Category 1 level of risk, representing investments that are insured or registered, or collateralized
with securities that are held by the Authority’s agent or trustee i the Authority's name.

Cash and Cash Equivalents: At June 30, 1997 and 1996, the Authority had cash balances totaling $3,292,000 and
$3.764,000, respectively. Of the balances at June 30, 1997 and 1996, $500,000 was covered by federal or state
depository insurance.

The carrying amounts of cash and cash equivalents, which approximate fair value, at June 30, 1997 and 1996 are as
follows (in thousands of dollars): '

6/30/97 6/30/96

Cash 3,202 3,764
Money Market Funds 154,352 122,674
Short-term Investment Agreements 7,000 -
Total Cash and Cash Equivalents . 16464 126438

Investments: The investments at June 30, 1997 and 1996 are as follows (in thousands of dollars):

6/30/97 6/30/96
Fair Cost Fair
(Carrying) {Carrying) {Contract)
Cost Value Value Value
Certificates of Deposit 4,844 4,844 4,256 4,256
U.5. Gov't Securities 13,714 13,120 14,723 13,930
U.S. Agency Securities 95,676 94,227 98,613 95,747
Municipal Bonds 11,315 11,303 12,110 12,087
Corporate Notes 4,365 4,372 5,105 5,09
Uncollateralized Investment Agreements 27453 27453 35,555 35,555
Collateralized Investment Contracts 181,052 181,052 101,530 101,530
Mortgage-Backed Securities 59,296 47,868 92,588 76,020
Total Investments 397,715 384,239 364,480 344,216

In accordance with provisions of certain escrow agreements related to mortgages outstanding under the Housing
Revenue Bond Program and the General Fund, escrow deposits are to be invested in accordance with the agreements
and investment income is to be allocated to the escrow deposits based upon investment results. Investment income
of $8,707,000 and $5,135,000 was allocated to the mortgage escrow deposits for the years ended June 30, 1997 and
1996, respectively, and is included in interest expense and debt financing costs in the Combined Statement of Income
and Expenses and Changes in Fund Balance — All Programs.




4. Cash, Cash Equivalents and Investments: (continued)

Portions of cash, cash equivalents and investments are restricted and pledged to the payment of the principal,
interest and sinking fund installments in accordance with the terms of the bond resolutions and note agreements.

The asset restrictions at June 30, 1997 and 1996 are as follows (in thousands of doliars):

_ 6/30/97 6/30/96

Home Ownership Revenue Bond Resolutions:
1987 et e s b 8,333 8,653
3 O . 100,237 11,305
PR« T S — " 18,824 19,459
Housing Revenue Bonds..... 38,379 38,379
State of Wisconsin Programs 366 694
GERETAl FUN oottt et cenress s s ss s e s st et b b e b b eeres e 199 254
166,338 78,744

Cash, cash equivalents and investments of the funds at June 30, 1997 and 1996 met or exceeded the requirements.

5. Mortg_é’ge Loans Receivable:

Relevant mortgage information at June 30, 1997 and 1996 is as folows (in thousands of dollars):

Allowance Unamortized
for Possible Loan Origination :
Loan Losses Costs/{Income) Rea] Estate Held
6/30/97 6/30/96 6/30/97 6/30/96 6/30/97 6/30/96
Home Ownership Revenue Bond Resolutions:
1987 227 227 2,283 2,513 51 51
1988 . . i - - 3,835 1,655 128 19
AllGCther ............ ... ..ot - - 1,832 1,723 118 =
Housing RevenueBonds . .......... 6,843 6,843 - - 98 -
State of Wisconsin Programs ....... 40 45 - - - -
GeneralFund .................... 1,200 634 (866) (747) 91 36
o 8,310 7,749 7,084 5,144 486 106

Home Ownership Revenue Bonds and Housing Revenue Bonds are collateralized by first mortgage liens. State of
Wisconsin Programs are collateralized by second mortgage liens and the General Fund is collateralized by first or
second mortgage liens. Also, the General Fund loans include Business Development loans which are collateralized
by security interests and Letters of Credit on the projects.

Home Ownership Revenue Bonds are insured by Mortgage Pool Insurance with one exception; the 1987 Series A and
1987 Series D&E bonds are self-insured. State of Wisconsin Programs are insured by FHA insurance.

Provision for possible loan losses were $325,000 and $412,000 and actual loan charge offs were $21,000 and $81,000

for the years ended June 30, 1997 and 1996, respectively. The allowance for possible loan losses was further affected
by a reclassification in the amount of $257,000 for the year ended June 30, 1997.

6. Bonds and Notes Payable:

Bonds and notes payable at June 30, 1997 and 1996 of the Authority consist of the following (in thousands of doHars):

6/30/97 6/30/96
Gerneral obligation bonds and notes ... 1,846,034 1,540,809
Special and subordinated obligation bonds 192,437 220,708
Less: Deferred Amount on Refunding.....coiroencncie et sreresnenns (860) {980}
Total Bonds and Notes Payable 2,037,611 1,760,537




6. Bonds and Notes Payable: (continued)

Interest on outstanding general and special obligation bonds is payable either monthly, every 35 days, quarterly or
semmiannually except for interest on accrual bonds which is payable at maturity. At June 30, 1997 and 1996, interest
on accrual bonds was $19,549,000 and $21,786,000, respectively.

The Authority's general obligation bonds and notes are collateralized by the revenues and assets of the Authority,

subject to the provisions of bond resolutions and note agreements which pledge particular revenues or assets to

specific bonds or notes. Any particular series may contain both term bonds, subject to mandatory sinking fund

requirements, and serial bonds which mature at various dates, The bonds may be redeemed at the Authority’s

option at various dates at prices ranging from 100% to 103% of par value. The notes can be prepaid in part or in full
* at any time and the interest rate, which is reset periodically, is variable based upon an index.

General Obligation Bonds and Notes Payable: (in thousands of dollars)

Program/Bond Resolution Interest Rates*  Dated™ Maturities” 6/30/97 6/30/96
Housing Revenue Bonds:
1974 1986 Series Aand B...coooeeeeee. 7.625%- 8500% 09/01/86 1997.2017 2,530 2,575
1988 Series A and B .o 7.100%~ 8.250%  02/01/88 1997-2018 10,060 10,245
1989 Series A, Band C............ 7.100% - 7.850% (09/01/89 1997-2020 13,735 13,950
1992 52TiE5 A e v rersevernns ) 6.850% 01/01/92 1997.2012 63,740 66,090
1992 Series B,C & D . 7200% 04/01/92  1997-2022 71,040 71,910
1993 Series A and B . 5650% 10/01/93 19972023 70,580 73,145
1993 Series Covvrercererrensmcecnns 5873% 12/01/93 1997.2019 135,335 139,670
1995 Series Aand B ..ocvrvveres 6500%  Q7/01/95 19972026 50,485 51,700
417,505 429,285
Home Ownership Revenue Bonds:
1985 1985 Issuel......... e 9700%-10375%  06/01/85 2002-2012 © 727 9,669
1985 Issue Hlwcicnernrcinennanne 8.900% - 9.125%  12/01/85 1998-2005 868 1,380
8,139 11,049
1986 1986 Series A .ooeeveevervnreserens 7.700%~ 8.125%  08/01/86 1997-2016 5,165 6,540
1986 Se1ie8 B oo errcerenecsirennecre 6.600% ~ 7.375%  11/01/86 1997-2017 22,200 25,565
27,365 32,105
1987 1987 Series A ..ovrecveconmnnscrnens T700% - 7.750%  05/01/87 1997-2014 450 6,365
1987 Series Band C ... 7.700%- 7.8%0% 08/01/87  1997-2016 17,215 21,520
1987 Sertes Dand E .o 12/01/87 - 280
1992 Series Aand B...oooeveenns 6.000% - 7.100%  03/01/92 1997-2023 73,845 81,565
1994 Series Aand B ... 5.050%- 6.750% 04/15/94 1997-2025 74,685 79,215
1995 Series C,D&E (Taxable).  4.800% - 7450% 05/15/95 1997-2026 96,815 99,905
1995 Series EG&H (Taxable).  4.400%- 7875% 09/01/95 1997-2026 68,740 70,000
331,750 358,850
1988 1988 Series A and B...ceeee. 7.250% - B8.000%  06/01/88 19972000 3,260 4,380
1988 Series Covvevevevcrneiraane. 2.700% - 7.700°%  08/16/88 1997-1998 3,140 5,050
1988 Series D 7900% 10/01/88 1997-2005 16,890 19,160
1989 Series A 7.500%  05/01/89 1997-2017 19,430 19,825
1989 Series Band C ..oveoeeee. 7.850%  10/15/89 1997-2021 59,029 60,368
1990 Series Aand B o 8.000%  05/01/9%0 19972020 39,390 66,755
1990 Series D and E 8.000% 08/01/9% 1997-2021 28,875 42,140
1991 Series A and B . 7.850%  12/01/%0 1997-2024 59,885 64,470
1992 Series 1 and 2..... . 6.875% 06/01/92 19972024 76,555 84,205
1995 Series Aand B ... - 7.100%  01/01/95 1997-2025 112,525 121,420
; 1996 Series Aand B ... 6.150%  (03/15/96 19972027 75,000 75,000
1996 Series Cand D 6.450%  07/01/96 1998-2027 75,000 -
1996 Series Eand F .o, , 6200% 11/15/% 19982027 60,000 -
1996 Series G nerernvesenssns 4.050%  12/10/96 1998 83,440 -
1997 Series A B&C (Taxable).  4.100% - 5.700%  04/01/97 1998-2028 85,000 .
1997 Series D&E....covevvvvecerens 4.050% - 6.000% 06/01/97 1998-2028 85,000 -
1997 Series F (Taxable) ovvern. _ Variable 07/29/97 2007 10,000 -
892,419 562,773
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6. Bonds and Notes Payable: (continued)

Program/Bond Resolution Interest Rates* Dated*  Maturities* 6/30/97 6/30/96
Home Ownership Revenue Bonds: {continued)
1989 1989 Series A (Taxable) ......... 9.800% 07/01/89%  1997-2019 2,160 2,745
1991 1991 Series 1,2 and 3., B.200% - 7.200%  O7/01/91 1997-2022 58,645 66,940
Business Development Revenue Bonds:
1988 Series 3-5 e 7.875% - 8.000% Various 1997.2003 965 1,660
1989 Series 1, 3-9, 11-12, )
17,1920, 22, 28ucecricnn, 7.100% - 8.000% Various 1997.2014 14,240 16,950
1990 Series 2-4,6. . 7.100%- 7.750% Various 1997-2010 3,930 4,650
1991 Series 1-6 .... w  6100%- 7.050% Various  1997-2006 7,565 8465
1994 Series 14 oererrrenirrnrrene Variable Various  1997-2014 9,550 10,310
1995 Series 1-2, 4-9..ccovevcrerarnens Variable ~  Various  1997-2015 18,300 18,985
54,550 61,020
Notes Payable: _
ommercial Paper......... Variable Various 1997 7616 7,261
Home Owne'rsi:;f Revenue
Bond Early Redemption ..... Variabie Various 1957 3,385 6,581
Temporary Mortgage .
FInancing w....caemem. : Variable 04/25/95 1998 26,000 1,500
Building Construction
FINAancing ... Variable  06/10/96 1997 16,500 700
53,501 16,042
Total Generai Obligation Bonds and Notes*** 1,845,034 1,540,809

Special and Subordinated Obligation Bonds are special limited obligations of the Authority and are collateralized by
the assets of each bond resolution. They are payable solely from the assets and revenues pledged.

Special and Subordinate Obligation Bonds: (in thousands of dollars)

ngrém/ Bénd Resolution Interest Rates* Dated*™  Maturities* 6/30/97 6/30/96
Special Housing Revenue Bonds:. '
1993 1994 Series ....oviecnnvsisiisiones 7400% - 9.250%  01/01/94 2024 11,198 11,858
Housing Rehabilitation Loan Revenue Bonds:
1979  Subordinate Bond, R-1........... 08/01/79 - 4,880
Subordinate Bond, R-2.......... 11/01/88 - 1
- 4,881
Home Improvement Revenue Bonds: ‘
1988 1988 Series A o 7.200% - 7.750%  11/01/88  1997-2006 4,375 6,705
1990 Series A and B.... 7.300%- 7.900%  04/01/90  1997-2006 1,130 4,560
1992 Series A and B 5800%- 7.000%  05/01/92  1997-2010 2,635 5,055
8,140 16,320
Home Ownership Revenue Bonds:
1992 1993 Series A covrevverenirecns 4.800% - 6.500% 06/01/92  1997-2025 82,350 83,805
1993 Series B (Taxable)..........  6.450%- 7.400% 04/01/93  2010-2017 18,339 24,619
1994 Series Cand D 5.000%- 6.650%  08/01/%4  1997-2025 46,210 49,370
1994 Series Eand F................. 5.750% - 7.550%  12/01/94  1997-2026 26,200 29,855
173,099 187 649
Total Special and Subordinated Obligation Bonds 192,437 220,708
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6. Bonds and Notes Payable: (continued)

Special and Subordinate Obligation Bonds:

* Interest rates and maturities are as of June 30, 1997.
** Accrual Bonds, Select Auction Variable Rate Securities (SAVRS), Residual Interest Bonds (RIBS) and Taxable Floating Rate Bonds

are dated the date of delivery. The Authority committed to the issue of the 1997 Series D, E and F {Taxable} Bonds as of June 30,

1997 for deiive?\r as of July 29, 1997.
*** It 1990 the Authority defeased $48,390,000 of Insured Mortgage Revenue Bonds and as of June 30, 1997, the remaining

outstanding defeased debt was $38,790,000.

Scheduled debt maturities in the five fiscal years subsequent to June 30, 1997 are as follows (in thousands of dollars):

1998 1999 2000 2001 2002 Thereafter

Home Ownership Revenue Bond Resolutions:
1987 6,940 5,490 5,350 5680 6,040 302,250
1988 99,125 16,310 15,645 15,080 17,050 729,209
All Others 5,024 5232 5512 5,825 7,075 240,739
Housing Revenue Bonds 12,861 13,586 14,253 15,028 15,924 357,052
State of Wisconsin Programs 580 590 630 665 735 4,970
General Fund 58,186 5,045 4,535 4,250 4,005 32,030

182,686 46,253 45,925 46,528 50,829 1,666,250

7. Fund Balance Restrictions:

Programs that are financed by the issuance of bonds are accounted for separately in accordance with each of the
bond resolutions. Program assets and revenues are pledged to bondholders. Revenues in excess of required
amounts are available to be transferred to the General Fund.

Amounts transferred to the General Fund from the bond resolutions are free and clear of any lien or pledge created
by the bond resolutions and may be used for any lawful purpose. As of June 30, 1997, approximately $85 million of
the General Fund fund balance was restricted for various purposes including credit enhancements, loan programs,

operating expenses, collateral for note agreements, and property replacement.

8. Retirement Benefits:

All eligible Authority employees participate in the Wisconsin Retirement Systern ("System”), a cost-sharing multiple-
employer public employee retirement system (“PERS”). The payroll for employees covered by the system for the .
year ended June 30, 1997 was $6,840,000; the employer’s total payroll was $6,913,000.

All permanent employees expected to work over 600 hours a year are eligible to participate in the System. Covered
employees are required by statute to contribute 6.5% of their salary to the plan. Employers may make these
contributions to the plan on behalf of employees. Employers are required to contribute an actuarially determined
amount necessary to fund the remaining projected cost of future benefits. The total required contribution for the
year ended June 30, 1997 was $1,006,000, all of which was contributed by the Authority.

Employees who retire at or after age 65 are entitled to receive a retirement benefit. Employees may retire at age 55
and receive actuarially reduced benefits. Retirement benefits are calculated as 1.6% of final average earnings for each
year of creditable service. Final average earnings is the average of the employees’ three highest years earnings.
Employees terminating covered employment before becoming eligible for a retirement benefit may withdraw their
contributions and, by doing so, forfeit all rights to any subsequent benefit. For employees beginning participation
after January 1, 1990, creditable service in each of five years is required for eligibility for a retirement annuity.

The System also provides death and disability benefits for employees. Eligibility for and the amount of al} benefits is

determined under Chapter 40 of the State Statutes. The System issues an annual financial report which may be
obtained by writing to the Department of Employe Trust Funds, P.O. Box 7931, Madison, Wisconsin 53707-7931.
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8. Retirement Benefits: (continued)

The System uses the “Entry Age Normal with Frozen Initial Liability” actuarial method in establishing employer
contribution rates. Under this method the Unfunded Accrued Actuarial Liability is affected only by the monthly
amortization payments, compound interest, the added liability created by new employer units, and any added
liabilities caused by changes in benefit provisions. All actuarial gains or losses arising from the difference between
actual and assumed experience are reflected in the determination of the normal cost. The unfunded accrued
actuarial Hability is being amortized over a 40 year period beginning January 1, 1990. Historical trend information
showing the System's progress in accumulating sufficient assets to pay benefits is presented in the System's annual
financial report. The total System unfunded liability as of December 31, 1996 was $2.09 billion. The unfunded
liability for the Authority as of December 31, 1996 is not available. '

The “pension benefit obligation” is a standardized disclosure measure of the present value of pension benefits,
adjusted for the effects of projected salary increases, estimated to be payable in the future as a result of employee
service to date and disregarding the System’s funding objective of maintaining stable contribution rates over the
long-term futare. The measure is infended to help users assess the Systems’ funding status on a going-concern basis,
assess progress made in accumulating sufficient assets to pay benefits when due, and make comparisons among
PERS and employers. The System does not make separate measurements of assets and pension benefit obligation for
individual employers. The pension benefit obligation as of December 31, 1996 for the System as a whole, determined
through an actuarial valuation performed as of that date, was $32,819.8 million. The System’s net assets, at actuarial
value, available for benefits on that date were $33,962.6 million, leaving assets in excess of pension benefit obligation
of §1,142.8 million. The Authority’s contributions as a percent of tota} contributions is not available.

9. Extraordinary Losses:

Duriﬁg 1997 and 1996, the Authority redeemed various outstanding bonds early according to the redemption
provisions in the bond resolutions. Certain of these redemptions resulted in extraordinary losses due to the write-off
of remaining unamortized deferred debt financing costs. A summary of all early redemptions follows (in thousands
of dollars):

Redemptions Extraordinary Losses

1997 1996 1997 1996 .

Home Ownership Revenue Bond Resolutions:
987 . 20,395 15,860 - -
1988 57,185 55,095 - -
All Other 26,183 25,060 - 42
Housing Revenue Bonds - 35,280 - -
State of Wisconsin Programs ' 2,020 1,465 35 20
Generzal Funds 1,508 1,620 - : -
Total 107,288 134,380 35 62
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